Every company has a different structure of balance sheet. Some of the companies have more liabilities than equity. Considering the industry or debt-to-equity ratio, the balance sheet structure affects the company profitability measured by DuPont system. The main objective of the paper is to analyze the structure of balance sheet and to identify some optimal levels in order to increase company profitability. The DuPont returns like ROA (return on assets) and ROE (return on equity) will be used to measure the company profitability, while the debt-to-equity ratio will be used as a measure (reflection) of capital structure. The samples consist on the most profitable non-financial companies ranked in Fortune Global 500. The companies will be grouped in clusters (based on industry or debt-to-equity ratio) in order to identify the signification of the correlation between the profit and the balance sheet structure. The main results of the paper refer to the company profitability that can be increased by using an optimal structure of liabilities and equity.
Introduction
Company profitability is influenced by multiple factors and can be measured in different ways. When we analyze the profitability we have to consider the company`s results/outcomes that are placed into the company`s balance sheet, income statements or cash-flow statements. But, most important profitability ratios are related to the balance sheet because there are presented company`s assets (that represent the company`s wealth), debt and equity (that represent the company`s financing options).
This study was designed to examine if there are significant correlations between capital structure (as it is presented into the balance sheet) and company profitability (measured with DuPont system ratios).
The paper is structured into four parts: the literature review part by considering state of art and developing the research question; the methodology that describes the sample and the variables; the results section where the findings are presented; the conclusion part by summarizing the answer to the research question.
Literature review
Every action, activity, function or process at the firm level will influence the firm profitability, positively or negatively, directly or indirectly. Information technology (Stoneman and Kwon, 1996; Mithas et al., 2012) , corporate governance (Jon, 2003; Rose, 2016) and ownership structure (Gedajlovic and Shapiro, 2002) , working capital (Sharma and Kumar, 2011; Engvist, Graham and Nikkinen, 2014) and capital structure (Abor, 2005; Gill, Biger and Mathur, 2011) represent (along with many other) convergent determinants of firm profitability.
The extensive literature relates firm profitability or firm financial performance to: the DuPont Analysis, more precisely by ROA and ROE (Christensen and Montgomery, 1981; Dewenter and Malatesta, 2001; Cho and Pucik, 2005; Kabajeh et al. 2012; Bockova and Zizlavsky, 2016; Pastusiak et al. 2016; Batchimeg, 2017) , on one hand, and to the company capital structure (Abor, 2005; Gill, Biger and Mathur, 2011, Velnampy and Niresh, 2012) . (Gill, Biger and Mathur, 2011) . According to Abor (2008) , the relationship between capital structure and firm profitability can be very easy to explain by considering the finance instead of external one. Welch (2009) , named the capital structure a financing pyramid in which most of the funding sits in the most senior claims (at the bottom), and very little funding would be equity (at the top).
The optimal capital structure have been investigated or analyzed by many authors or specialists starting with Modigliani and Miller (1958) and Scott (1976) in the Titman and Wessels (1988) . Modigliani and Miler (1958) have suggest the capital structure of a firm is a matter of indifference clarifications: preferring one type of capital structure to another is depending on the investment opportunity and to the cost of capital. (Welch, 2009) A theory of optimal capital structure have been developed by Scott (1976) showing that an optimal capital structure can exist by presenting a multi-period model of debt, equity and firm va structure (Myers, 1984 (Myers, , 1989 (Myers, , 2001 ):
(1) The tradeoff theory firms seek debt levels that balance the tax advantages of additional debt against the costs of possible financial distress (2) The pecking order theory firms will borrow, rather than issuing equity, willing to sell equity when the market overvalues it (3) The free cash flow theory dangerously high debt levels will increase value, despite the threat of financial distress, when a firm's operating cash flow 01). (4) An organizational theory of capital structure that is a promising alternative to capital structure theories based on shareholder wealth Nevertheless, which factors are reliably important in capital structure? A growing body of literature suggests that there are many factors/attributes/determinates for an optimal capital structure, such as collateral value of assets, non-debt tax shields, growth, uniqueness, industry classification, size, volatility and profitability (Timan and Wessels,1988) , industry leverage, market-to-book assets ratio, firm size, tangibility, inflation (Frank and Goyal, 2009; Oztekin, 2015) . In our opinion, the most important conclusion about optimal capital structure was emphasized by Weston and Brigham (1990) , as being the one that maximizes the Nowadays, capital structure still represents a subject of debate in finance field. Specialists are searching for a pattern of optimal capital structure, or to demonstrate that capital structure is relevant. Ardalan (2017) argues that by making more realistic assumptions, capital structure can become relevant, especially if the stock price is considered (Seo and Chung, 2017) . Moreover, Miglo (2017) highlights that symmetric information about the timing of earnings affects capital structure and As a conclusion of literature review in the field of capital structure, firms prefer to raise their capital, first from retained earnings, second from debt, and third from issuing new equity (Brealey and Myers, 2000) because of the cost of capital, in one hand, and due to the past profitability, on the other hand.
However, it is not very easy to diagnose the financial performance of a company based on capital structure. Abor (2005) have investigated the relationship between capital structure and profitability of listed firm on the Ghana Stock Exchange by relating the return on equity (ROE) with measures of capital structure. The findings reveal a significantly positive relation between the ratio of short-term debt to total assets and ROE, while a negative relationship between the ratio of long-term debt to Gill, Biger an the relationship between capital structure and profitability cannot be ignored because the improvement in the profitability is necessary for the long-term survivability of the firm examined the effect of capital structure on profitability of the 272 American firms. Their findings show a positive relationship between: short-term debt to total assets and profitability; long-term debt to total assets and profitability; and total debt to total assets and profitability in the manufacturing industry.
The main objective of the present study is to analyze the impact of capital structure on company profitability. In order to measure the profitability were selected indicators like return on assets (ROA) and return on equity (ROE) as performance indicators, while profit (net income), total assets, shareholders equity, liabilities or shareholders equity ratio (weight/percent of shareholders equity to total assets) were selected as explanatory variables. To reveal capital structure it will be used financial leverage ratio (debt-to-equity).
Data and Results
This paper investigates if there are some correlations between analyzed variables, capital structure and profitability, of the most profitable companies in the world, considering Global Fortune 500. From 100 The most profitable companies in the world were selected 59, the non-financial one. All variables have been collected and were calculated using balance sheet values for the fiscal year 2016 (Appendix 1). Table 1 provides descriptive statistics of the collected variables. Where, TA Total assets; SE Shareholders` equity; ROA Return on Assets; ROE Return on Equity; %SE of TA percent of Shareholders` equity of Total assets; Debt/Equity Debt-to-equity (financial Table 2 provides the Pearson correlation for all variables that we used to answer to the research question. According to the Table 2 , considering all 59 analyzed companies, there are 14 significant correlations between variables, such as:
Positive correlations (with green): profit with shareholders` equity and ROA; total assets with shareholders` equity and debt-to-equity; shareholders` equity with percent of shareholders` equity to total assets; ROA with ROE; ROE with debt-to-equity. Negative correlations (with red): total assets with ROA and ROE; shareholders` equity with ROA, ROE and debt-to-equity; ROE with percent of shareholders` equity of total assets; percent of shareholders` equity of total assets with debt-to-equity. If we lock closer to the relation between ROA, ROE and debt-to-equity it can be observed that there is a positive correlation between ROE and debt-to-equity, which means that the capital structure influences company` profitability.
Figure 1. ROE and Debt-to-equity for analyzed companies
For more accurate results, the companies will be grouped in clusters (based on industry or debt-to-equity ratio) in order to identify the signification of the correlation between the profit and the capital structure.
Sector Analysis
All considered companies are grouped according to their activity sector (Table 3) . 
There is no relation between ROE and debt-to-equity H 1 : There are some relations between ROE and debt-to-equity
To test the hypotheses we use t-Test. Table 4 presents the results of t-Test for correlation between ROE and debt-toequity considering sectors. According to the results, there are very strong and positive relationships (over 0.5) between ROE and debt-to-equity in Technology, Health Care and Telecommunications (only at one tail) Sectors. In Energy and Motor Vehicles & Parts Sectors, the correlations are positive, but not very strong. In these cases the null hypotsesis is rejected. The Other group is divers and mixed and the correlation is very weak. The Technology sector has an average ROE of 24% with a 1.3 average for debtto-equity, while Energy sector has a 1.7 average for debt-to-equity but the lowest average of ROE, only 12%. On the opposite side, in terms of debt-to-equity, are Health Care, Motor Vehicles & Parts and Telecommunications sectors. The Health Care sector has the highest average of ROE, above 33%, with a high debt-to-equity ratio of 2.63, while the Motor Vehicles & Parts sector has registered an average of 2.67 for debt-to-equity but with a 13% average level of ROE.
of intra-industry similarities in firm leverage ratios and of persistent inter-industry differences, together with the highly significant inverse relation between firm leverage and earnings volatility, tends to support the modern balancing theory of optimal capital
Debt-to-equity analysis
In order to develop our findings, the analyzed companies have been divided into four groups based on debt-to-equity ratio. First group includes companies with a debt-to equity ratio lower than 1. The second group is reserved to the companies that have registered a debt-to-equity ratio higher than 1 and lower than 2. In the third group are companies with a debt-to-equity ratio between 2 and 2,99. The last group is for the companies that have a debt-to-equity ratio higher than 3.
Also, we have calculated the Pearson correlation between ROE and debt-toequity and applied t-Test for each group. By considering debt-to-equity ratio as an inflection point (Table 5) , the Pearson correlations between ROE and debt-to-equity of the analyzed companies are negative, significant for group 1, and 3. A mean of 0.635 in the first group for debt-to-equity is associated with a mean of 13.419% for ROE. A lower level of debt-to-equity can drive to a higher level of ROE. Similar findings are available for the third group, with a debtto-equity ratio between 2 and 2,99.
ROE Analysis
What will be the result if we consider ROE in order to split companies? According to own calculations, companies can be divided into two groups: first, with a ROE lower than 20% and second, with a ROE higher than 20%. By considering ROE as an inflection point (Table 6 ), the Pearson correlation between ROE and debt-to-equity for the second group in very strong, positive and significant (0.764). A mean of 3.643 for debt-to-equity is associated with a mean of 49% for ROE. A higher level of debt-to-equity can drive to a higher level of ROE.
Summarizing the findings of our study, it is very difficult to identify if there is an optimal capital structure in order to impact structure drives to different level of profitability when sector/industry, debt-to-equity or ROE are considered. However, it is obvious that the capital structure affects the company profitability because a high level of debt-to-equity ratio could indicate both a strong financial performance and a financial stringency (Brigham, 1991) . Our findings are supported also by previous studies and research conducted by Myers (2001) , Abor (2005 Abor ( , 2008 , Margaritis and Psillaki (2010) , Gill, Biger and Mathur (2011) , Danis, Rettl and Whited (2014) , Singh and Singh (2016) .
Conclusion
The capital structure is very important for any company. This present study attempted to answer to the research question (does capital structure influence company profitability) based on literature and findings reviews. The main results of the paper reveal significantly correlations between ROE and debt-to-equity, positively or negatively, if different circumstances are considered. With regard the sector analysis, there are very strong and positive relationships (over 0.5) between ROE and debt-toequity in Technology, Health Care and Telecommunications Sectors. In Energy and Motor Vehicles & Parts Sectors, the correlations are positive, but not very strong. When debt-to-equity and ROE have been considered as inflection points, the results were significant, but divergent: either situation, a low or a high level of debt-to-equity, can drive to a higher level of ROE. In conclusion, it is very difficult to identify an optimal capital structure at any level. The capital structure is an issue at company financing decision level. Every company has to identify the own optimal capital structure by mixing the financing sources in order to increase its own profitability.
